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Summary:

Auburn, Washington; General Obligation
Credit Profile

US$20.44 mil ltd Tax GO bnds (BABs) ser 2010B due 12/01/2039

Long Term Rating AA/Stable New

US$6.285 mil ltd Tax GO bnds (BABs) ser 2010D due 12/01/2034

Long Term Rating AA/Stable New

US$4.38 mil ltd tax GO & rfdg bnds ser 2010A due 12/01/2018

Long Term Rating AA/Stable New

US$.945 mil ltd Tax GO bnds ser 2010C due 12/01/2016

Long Term Rating AA/Stable New

Rationale

Standard & Poor's Ratings Services assigned its 'AA' rating to Auburn, Wash.'s series 2010A limited-tax general

obligation (LTGO) refunding bonds, 2010B LTGO taxable Build America Bonds (BABs), 2010C LTGO bonds, and

2010D LTGO taxable BABs.

The rating reflects our view of the city's:

• Access to the large and diverse Seattle-Tacoma, Wash., economy;

• Good household income levels and extremely strong wealth levels; and

• Very strong unreserved general fund balances, supported by good financial policies.

Partially offsetting these strengths is the city's projected drawdown in reserves in 2009 and 2010 due to the

softening of sales tax receipts, the city's main revenue source.

The LTGO bonds are secured by an LTGO pledge of the city, including an irrevocable pledge to levy ad valorem

taxes in the amount sufficient to pay the interest and principal on the bonds. The city levied $1.83 per $1,000 of

assessed value (AV) in 2010, as compared with the maximum permissible levy of $2.10 per $1,000 of AV. Although

the maximum levy for cities in Washington is statutorily $3.60 per $1,000 of AV, the city's maximum levy is lower

due to the additional King County Library District ($0.50) and Valley Regional Fire Authority ($1.00) levies.

Property taxes are also constrained by state legislation, which limits the annual property tax levy increase to 101%

of the prior-year levy, plus adjustments for new development.

We understand that 2010A bond proceeds will be used to refund a portion of the city's outstanding 1998 LTGO

bonds. The 2010A and 2010B bonds will also be used to pay for a portion of the cost of acquisition of certain office

condominium units to provide additional city office space near City Hall. The 2010C and 2010D bonds will be used

to pay for infrastructure improvements including utility relocation and upsizing, a promenade with open plazas, and

a new street surface.

Auburn, with a population of 67,500, is located in southern King County ('AAA' GO rating) and north-central

Pierce County ('AA-' GO rating), 25 miles south of Seattle ('AAA' GO rating) and 10 miles east of Tacoma ('AA'
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GO rating). The city's effective buying income is, in our view, good on a median household basis at 91% of the

national average. The city's largest employer is The Boeing Co. -- of the 74,000 Boeing employees who work in the

region, roughly 5,000 employees are in Auburn. The city's top 10 taxpayers are, in our view, diverse, accounting for

about 13.4% of the city's AV. However, there is some concentration, with Boeing accounting for about 6% of total

AV. For 2010, AV declined by about 10%, after an increase of 33% in 2009, due to two annexations. AV for 2010

equals $7.8 billion, or, in our opinion, an extremely strong $116,000 per capita.

The city has maintained, in our view, very strong finances. However, the city drew down reserves to what we

consider a still very strong 27% of operating expenditures ($13.1 million) in audited 2008 from 36% of

expenditures in 2005. Lending some revenue flexibility to the city is the $5.5 million in unused levy capacity, which

the city could increase with board approval.

The sales and use tax (40%) is the largest revenue source of general fund revenues, followed by property taxes

(31%), a utility tax (21%), and a real estate and excise tax (4%). The city experienced a 15.6% decline in sales and

use taxes and an 18.8% decline in utility taxes from 2008 to 2009. In response, management reports that it cut

expenditures, most of which were related to staffing (including the elimination of 80 positions over the last few

years). The city reports that it ended unaudited 2009 with balanced operations and projects that it will also end

2010 with balanced operations. The city also maintains about $5.5 million, or 10% of expenditures, in a rainy day

fund outside of its general fund.

We consider Auburn's management practices "good" under our Financial Management Assessment (FMA)

methodology, indicating our view that practices exist in most areas, although not all may be formalized or regularly

monitored by governance officials. Among the highlights of the city's management techniques are long-term

planning for revenues and expenditures, long-term capital planning through the use of a six-year capital

improvement plan that identifies all funding sources, quarterly reporting of investment performance to the city

council, and well-identified reserve and fund balance policies.

Overall net debt is what we consider a moderate $3,777 per capita and 3.3% of market value. About 85% of

overall debt is overlapping debt, primarily from local school districts and King County. Carrying charges are low at

3% of operating expenditures.

Outlook

The stable outlook reflects our expectation that the city will maintain reserves that comply with its stated policies of

at least 8% of expenditures and continued good financial management. The outlook also reflects our view of the

city's connection to the diverse Seattle and King County economies.

Related Criteria And Research

USPF Criteria: GO Debt, Oct. 12, 2006

Complete ratings information is available to RatingsDirect on the Global Credit Portal subscribers at

www.globalcreditportal.com and RatingsDirect subscribers at www.ratingsdirect.com. All ratings affected by this

rating action can be found on Standard & Poor's public Web site at www.standardandpoors.com. Use the Ratings

search box located in the left column.
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certain business units of S&P may have information that is not available to other S&P business units. S&P has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.
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